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force. 

The inflationallowancefordirectcarestaff 
includes the full amountsgranted in Section 
1II.B.1. 

The reasonable rate year wage shall be the 
required attractlevel of increase to 

staff minimumsufficient to ensure 

availabilityof care as determined by the 

Department of PublicHealthforcurrent 

patients. The wage ratewill be determined 

by the with
Commissionreference to 
average rates prevailing at otherhospitals 
withinthesame Medicarelabormarket 
region, subjectto the following conditions: 

(i)Outlier wage ratesas defined by the 
Divisionshall be excludedfromthe 
computation; 

(ii)Specialweightshall be giventorates 

(iii) 

(iv) 

prevailing at non-acute hospitals 
located inthehospital'sMedicare 
labor market region; 

If it can be demonstratedthatdirect 
a arestaff at hospital 

transferringinsignificantnumbersto 
another competing hospital, then the 
wageratesprevailing at that 
competinghospitalshall be given 
special weight;and 

In no caseshallthereasonablerate 
year wagethis 
calculationexceedthewagerate 
actuallyprevailing at hospitals 
located in the hospital'sMedicare 
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labormarketregion at thetime of 
application. 

The determined LaborMedicare 
Market Regions and their associated 
counties areas follows: 

Medicare Labor 
Counties 

Bristol MassEastern 
Essex 
Middlesex 
Norfolk 
Plymouth 
Suff01k 
Worcester 

Hampshire 

Dukes 
Nantucket 

Berkshire 
Hampden 

Barnestable 

Franklin 

(e)Inorderto 

Berkshire 
Springfield 

Barnstable 

Rural 

be eligibleforthisexception,a 
hospitalmustdemonstrate that it is facing 
extraordinarydifficultiesinthemarketfor 
directcarestaff, as indicated by oneor 
more of thecriteriaestablishedinSt.1988, 
Chapter 270. These criteria are: 

(i) 

TN: 96-10 HCFA 
SUPERSEDES: 95-14 APPR: 

existenceofsignificantvacancyrates 
foraperiod of timesufficient to 
jeopardizethewelfareofpatients 
according to Department of Public 
Healthstandards,JointCommission 
on HealthAccreditation of Care 
Organizations otherstandardsor 
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(ii) 

(iii) 
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qualifying utilizedguidelinesin 
Massachusettstoensure adequate 
care; 

persistent recruitmentdifficultyin 
given bona fide recruitment effortsto 
obtain staffing levels;and 

existing dependencyupon 
temporary nursing services in orderto 
maintain staffing levels. 

(8) 

TN: 96-10 
SUPERSEDES: 95-14 

A CBC is allowableforanincreaseininpatient 
care costs generated by increased orcare 
servicesrequired by amoreintensely ill patient 
population. The hospital shall have the burden of 
demonstratinganetincreaseinintensityfrom 
either the base year or the last year for which a 
casemixadjustmenthas been made (whichever 
waslater)totheintermediateorrateyear. The 
higherintensitylevelintheintermediateorrate 
year shallbe used to adjust RFR. 

(a)Psychiatric	Hospitalsmaydemonstrate that 
inintensitycertain factors 

betweenthe year and the 
intermediate year have led to increases in 
service intensity e.g., FTEs, nursing hours per 
patient), turn towhichinhave 
quantifiable cost.increases Intensityin 
factors changesinclude, in: 
average ofnumberstay, 
involuntary patient 

age mix, 
of 

disability index, and percentage of patients 
admitted from an acute hospital. Note that 
increases in inputs alone arenot enoughto 
qualify for an intensity CBC; some intensity­
relatedchangein patient characteristics 
must alsobe identified. 

HCFA EFF: 7/1/96 
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(b) 	 If thedocumentationfortheincreasein 
intensity is found to be acceptable then the 
hospital ofburden 
documenting the increase in patient care 

resulting the level ofcosts from higher 
intensity. 

(9) for physician malpracticeCosts inincreases 
insurancepremiums paid by thehospitalfor 
physicians who are employees of the hospitaland 
who do not bill patients or third-party reimbursers 
separatelytheir services.for professional The 
amountoftheapprovedexceptionallowance 
will bethenetalltheincreasesalready 
determinedthroughtheinflationallowancefor 
malpracticeinsurancepremiumsfromthebase 
year includedforward and inhospital'sthe 
Medicaid rates. The hospital must document the 
actual malpractice insurancepremiumexpense, 
aswellasshow that the physicians covered are 

the doemployeeshospital andnot bill 

separatelyfortheirservices.Thehospitalmay 

includeinthe CBCrequesttheamountofany 


premium beretroactive paymentsmade 
during the rate year. 

No costs other than those meeting the criteria set forth in one 
ormoreofthe abovecategoriesshallconstitute a cost 
beyond the reasonable control of the hospital. 

4, NewServices 

(a) 	 TheCommissionrecognizeas a newserviceany 
health services that were not offeredby a hospital 
prior totheintermediateyear.Inorderto be 
recognized as a new service by the Commission, 
theservice to be providedshouldconform with 

TN: 96-10 
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the cost reporting requirementscontained in 1 14.1 
CMR 40.03. The Commission shallnot approve any 
costallowancesfor anewservice that is not 
scheduled to start withinsix (6) months. 

(b) 	 For a newservice to be implementedafterthe 
start of the hospital's rate year, the allowable cost 
shall be equal to the reasonable operating costs 
attributed to the new service cost centers. For a 
new startedbase theservice the year, 
allowablecostshall be equal to the reasonable 
baseyearcost attributedtothe newservice 
inflated by a baseto rateyear inflation factor plus 
a base to year forrate allowancevolume 

thenewadjustment attributedservice. 
according tothis stateplan. 

5. CaPital. 

The base year capital requirement shall be adjusted to include 

reasonableprojectedacquisitionsandretirementsoffixed 

equipmentandplant,andreasonable projected increases 

and decreasesinamortization,leasesandrentals,subject to 

the limitations contained in
1 14.1 CMR 40.07(3). 

1II.C. 	 DeterminationofReasonableFinancial REQUIREMENTS(RFR) forthe 
Rate Year 

The rate-yearRFR is calculated with the following formula: 

RFR = 

(Rate-Year Operating Requirement +Rate-Year Capital Requirement 
+ Rate-Year Working Capital Requirement)- (Labor Cost RecoverY) 

1I 	 The rateyearoperatingrequirement is the sumofthebase­
year allowed operating costand the adjustment of the base­
year allowed operating costs to the rate year. 
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2. 	 The rateyear capital requirement is the sum Of the base-Year 
allowed capital and the adjustment of the base year capital 
to the rate year. 

3. 	 The rate-yearworking-capitalrequirementwill be determined 
by multiplying the sum of the rate-year operating and capital 
requirements by 0.0055. 

1II.D. 	 DeterminationofApprovedGrossPatientServiceRevenueforthe 
Rate Year 

GPSR is determined through one oftwo methods: 

1. Determination Hospitals Proper onof GPSR for with Data 
Base-Year Charges 

Forthosehospitalswith data onbase-yearcharges, GPSR is 
calculated as follows: 

a. 	 The RFR of the hospital for the rate yearis determined (as 
described in Sectionlll.D ). 

b. 	 Fromthehospital's RFR subtract the projected amount of 
non-chargepay reimbursement thatthe hospital will 
receiveintherateyear. Theresultofthissubtraction 
shall be termed the costs to be met by charge payers
(Le.,
self-pay, commercial insurers). 

c. 	 Dividethecosts to be met by chargepayers by the 
projectedchargepay mix of thehospitalintherate 
year. Theresults of thisdivisionshall be termedthe 
maximumgross patient servicerevenuefortherate 
year. 

Commission the hospital'sd. 	 The then compare 
maximum GPSR for the rate yearto the amount ofGPSR 
that the hospital has requested in itsrate submission. The 
Commissionshalldetermine the lowerof a hospital's 
maximum GPSR or a hospital'srequested GPSRas the 
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hospital's approvedGPSR for the rate year. 

2. 	 Determinationof GPSR forHospitalswithoutProperDataon 
Charges 

For those hospitals who lack appropriate data on base-year 
charges,aswellasforanyhospital thatelectsto usethis 

, method ratherthanthemethoddescribedin Section III.D.l 
above, GPSR is calculated asfollows: 

a. 	 Calculatetheratioofbase-year actual total RFR tothe 
totalbase-yearnon-chargepayreimbursement. This 
ratio is called the Revenue Need Factor. TheRevenue 
Need'Factor shall not be less thanone. 

b. 	 Multiplythehospital'srateyear RFR by theRevenue 
NeedFactor toobtainanapprovedrate-year gross 
patient service revenue. 

3. Determinationof GPSR for a NewService 

GPSR for a newservice is calculatedaccording to the 
following formula: 

New ServiceGPSR = 

f New ServiceRFR" 
X (lotolGpUnTotal RFR" I 

* As described in Section1II.D 

1II.E. NewHospital 

Forhospitalswhichwere not licensed and/or operated as a non­
acute hospital inFY 1993 or did not reporta full year of actual costs in 
FY 1993, the base year for operating and capital costs shall be the 
year used in the hospital'sfirst RFR calculation. 

If the base yearRFR was not based ona full year ofactual costs, the 
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Commissionshalldeterminewhether to utilizethebaseyear RFR 
information , establish adifferentbaseyear in accordance with 
Medicareregulations at 42 CFR 413.4O(f)(l)(i),or toevaluatethe 
hospital's projected operating and capital costs for reasonableness. 
The criteria for such review will include, peer group analysis of costs 
incurred by comparable facilities. 

Forxr new hospital where base yearRFR information is not used, the 
Commission shall make any necessary adjustments according to the 
provisions of114. CMR 40.07 and 114.1 CMR 40.08 (See Appendix I.), 

1II.F. RatesofPaymentfor MedicaidServices 

1. 	 RatesofPaymentforINPATIENTServices 

InitialMedicaidratesofpaymentforalleligiblehospital 

servicesareequal to the payment-on-account factor (PAF) 

multiplied by the approved charge for a service. Each PAF is 

hospital specific and
is calculated as follows: 

Rate-Year PAF = 

te-Year RE@ 
(Rate-Year GPSR) 

A supplementarypayment is added totheinitialrateof 
paymentforalleligibleservicessupplied by state-owned 
nonacute hospitals to publicly patientsassisted requiring 
hospital level of care. The supplementary payment is equal to 
the following: 

Total Supplementary Payment= 

(Total Routine Chargesfor AD Patientsx (PAF)) ­
($1 1 1 x Number of Administrative Days) 

payment is givenNo supplementary to a state-owned 
nonacute hospital where the product of its daily charge for 
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routineservicessupplied to an administrativedaypatient 
multiplied by the PAF calculated in accordance withthis 
section is less than $1 11, the routine per-diem payment for an 
administrative day specified in Sectionlll.F.2 below. 

2. RatesofPaymentforAdministrativeDAYS 

a. 	 For eligibleroutineservicesfurnished to administrative 
day patients, the rate of payment will be thelesserof 
$1 1 1 per patient day or the PAF determined, times the 
hospital's APPROVED routine charge. 

b. 	 For eligibleancillaryservicesfurnishedtoadministrative 
day patients, the rateof payment shall be equal to the 
PAF determinedtimestheapprovedchargeforthe 
service. 

111.6. Pavment ADJUSTMENTfor Disproportionate Share Hospitals 

General Provisions 

None of the state-owned non-acute hospitals in the Commonwealth 
offer obstetric services. Inaccordance with Section 1923 of the Social 
Security Act (42 U.S.C. 1396r-4), theCommonwealth will make 
paymentadjustmentstostate-ownednonacutehospitalswhich 
serve,adisproportionatenumber of low-incomepatients.Eligibility 
requirements and the methodology for calculating the adjustment 
are described below. 

1. DeterminationofEligibilitY 

non-acute fora. 	 A state-owned hospital is eligiblea 
disproportionate-share adjustmentif: 

(i) 	 thehospital'sMedicaidinpatientutilizationrate is 
at least one standard deviationabove the mean 
Medicaidinpatientutilizationrateforhospitals 
receiving Medicaid payments in the state; 

, . I _ 
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b. 

TN: 96-10 
SUPERSEDES: 95-14 

the hospital's low-income utilization rate exceeds 
twenty-five (25) percent, and 

(ii) 	 its Medicaidinpatientutilizationrate,calculated 
by dividing Medicaid patientdays by total patient 
days, is not less than one percent(1 %). 

Payment ADJUSTMENTAmount 

The total all sharedisproportionate payments 
awarded to a particular hospital underthis section shall 
notexceedthe costsincurredduringtheyearof 
furnishing hospital services to individuals who either are 
eligibleforMedicaidorhavenohealthinsuranceor 

of party lesssourcethird coverage, payments by 
Medicaid andby uninsured patients 

(i) 	 The total amountoffunds allocated forpayment 
to non-acute care hospitalsunderthefederally­
mandated disproportionateMedicaid share 
adjustmentrequirementshall be $1 50,OOO per 
year. 

(ii) The totalamountoffunds to be allocated for 
each year will be distributed theamongst 
qualifying state-owned nonacute hospitals for that 
year,in accordance withthedeterminationof 
eligibilitydescribedinSection 1 1 1 . 6  1 (a)above. 
The distributionofthesefundswill be made 
according to thefollowingmethodology: For 
each hospital which qualifies under1I a.,i.above: 

o 	 therelativeratio of a hospital's Medicaid 
inpatientutilizationrate to onestandard 
deviation of the mean Medicaid inpatient 
for receivinghospitals Medicaid 

payments in the state be calculated; 

HCFA EFF: 7/1/96 
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o a	state-ownednonacutehospital'srelative 
ratio as determined abovewill be multiplied 
by a base amount in orderto determine the 
payment adjustment amount for that state­
owned hospital. basenonacute 
amountshall be calculated such that the 
distribution qualifyingoffunds among 
hospitalsunder 1.a. and 1.b. above,shall 
equal the amount specified in Section 111.6 
.1 .b.(i). 

Qualifying 
Hospitals 


A 

B 

C 

D 


Example: The meanMedicaid inpatient utilization rate in 
the state is 0.45 with a standard deviation (std) of .07. 
No hospital shall be eligible unless the criteria setforth in 
section 111.6.1 .a above are met. 

(B) 	 (C)** 
Ratio of Hosp. 

Medicaid 
Util. Rate to Mean plus std* ADJUSTMENT 

055 1.0577 15412.53 
0.60 1.1538 16,812,87 
0,69 1.3270 19.336.69 
0.71 1.3654 19,896.25 

TOTAL: $71,458.34 

Inp, Med.Util. Rate Payment 

* Mean(0.45) + std(-07)= 0.52. 
** Fiscal year 1992, 1993 and 1994 base amount equals $14,571-74. 

0 	 for each hospitalwhichqualifiesunder 1 .a.ii.but not1.a. i. 
above: 

A baseamount of the totalallocatedamountspecifiedin a. 

above,plus an additionalamount, calculated on the base and 

proportionatetotheamountthatsuchhospital'slowincome 

utilization rate exceeds twenty-five percent, shall
be determined, 

Example:Fivehospitals'low-incomeutilizationratesare at or 
above 25% and such hospitals do not qualify under 1.a.i. above, 
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Onehospital'slowincomeutilizationrate is 25%. whiletherest 
exceed the25% rate. 

(4) (3) (1 1 (2) 
Qualifying Low Income Ratio of Low 
Hospitals Util. Rate Inc. Util.Rate 

Pavment 
ADJUSTMENT 

A . -25 1.00 $14,571-74 
f3 -26 1.01 14.71 7.45 
C .31 1.06 15,446.04 
D -40 1.15 16,757.50 
E -42 1.17 17,048.93 

$78,546.66 

* FY92 base amount equals $14,571 -74 
**  	 Totalforhospitalsqualifyingundereither 111.6.1 .a.i. or 1 ,a.ii. equals 

$150,000 as specified in111.6.1.b. (i) 

2. Pediatric Outlier: For Infants Under One Year of Age 

a. 

b. 

section 1902 ofIn accordance with the act as amended 

by Section 4604 of OBRA 90, effectiveJuly 1, 1991, the 

Commonwealth will make an annual payment adjustment 

to State-Owned Non-acute hospitals for inpatient hospital 

servicesfurnished to infantsunderoneyearof age 

involvingexceptionallyhighcostsorexceptionallylong 

lengths of stay. 


Determinationof EliGibilitY. Determinationofeligibilityfor 

infants under one year of
age shall be made as follows: 

1.  ExceDtionallv longLENTHS of stav. 

(a) First calculate thestatewideweightedaverage 
inpatientMedicaid length-of-stay. shall be 

determined by dividing the sumof Medicaid days for 
allState-OwnedNon-acutehospitalsinthestate by 
thesum of totaldischarge for allstate-ownednon­
acute hospitals in the state. 
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(b) Second, calculate the weightedstatewide 
standarddeviationforMedicaidinpatientlength-of­
stay statistics. 

(c) Third, add one and one-half times the state wide 

weightedstandarddeviationforMedicaidinpatient 

length-of-staytothestatewideweightedaverage 

Medicaid inpatient length-of-stay.Any stay equalto or 

lengthierthanthe sum of these two numbersshall 

constitute and exceptionallylonglength-of-stayfor 

purposes of payment adjustments under this section. 


2. ExceptionallyHighCost.For each State-Ownednon­
acute hospital providing services on or after July1, 1991 to 
individualsunderoneyearof agetheCommonwealth 
shall: 

(a) First, calculate theaveragecostperMedicaid 
inpatient discharge foreach hospital; 

(b) Second, calculate the standard deviation for the 
per Medicaid dischargecost inpatient for each 

hospital; 

(c) Third, add one and one-halftimesthehospital's 
standard deviation for the cost per Medicaid inpatient 
discharge to the hospital's average cost per Medicaid 

discharge.cost equals orinpatient Any which 

exceeds the sum of thesetwonumbers shall constitute 

anexceptionallyhighcostforpurposesofpayment 

adjustments. 


(i) The amount of funds allocated shall 
be twenty thousandfive dollars ($ 
25,000) for FY 1997. Thisincludes 
Psychiatric,Chronic/Rehabilitation, and 
State-Owned Nonacute hospitals. 
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(ii) AnyHospitalwhichqualifiesfor a 
paymentadjustmentforinfantsunder 
oneshallreceiveonepercentofthe 
total funds allocated for such payments. 
Intheeventthatthepaymentsto 
qualifying State-OwnedNon-acute 
Hospitals would exceed the total, each 
shareshall be proportionately reduced 
to stay within theallocation. 

3. ChildrenUnder Six 

a. 	ELIGIBILITY for Payment. Consistent with section 4604 of the Omnibus 
Reconciliation Act of1990 (OBRA 90) outlier adjustments for medically 
necessary inpatient hospital services , effective July 1, 1991, involving 
exceptionallyhighcostsorexceptionallylonglengthsofstay (as 
defined in Sections 111. G. 2.b.2. of thisPlan), are extended to services 
for children who have not reached the age of six, if provided by a 
hospitalwhichqualifies as a disproportionatesharehospitalunder 
Section 1923 (a) of the Social SecurityAct. 

b. Amount of PavmentADJUSTMENT 

(i) The amount of funds allocate shall be twentyfive 
thousanddollars ($ 25,000) for FY 1997. Thisincludes 
Psychiatric, Non-State-Owned Chronic/Rehabilitation, and 
State-Owned Nonacute hospitals 

(ii) Any Hospital which qualifies for a payment adjustment 
for children undersix, pursuant to 2.A.) above shall receive 

percentthe total funds allocated forone of such 
payments.Intheevent that the payments to qualifying 
State-OwnEd Non-acutehospitals wouldexceed the total, 
each share shallbe proportionately reduced to stay within 
the allocation. 

Disproportionate Psychiatric4. Extraordinary Share ADJUSTMENTfor 
Hospitals 
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In accordance with 1923 (C)(3) of the Social Security Act (42 
effectiveU.S.C. 1936r-4). July 2, 1994, state of 


Massachusetts shall p;-ovidean extraordinary disproportionate 

shareadjustmentforalleligiblepsychiatrichospitals.The 

following is a detailed description of the methodology to be 


the theused to determineeligibility extraordinary 
disproportionate share adjustment. 

a. Determinationof EliaibilitY 

A nonacutehospital is eligiblefor an extraordinary 
disproportionatesharepayment if thehospital is a 
nonacute psychiatric hospitalthat: 

(i) specializesinproviding psychiatric/psychological 
care and treatment; 

(ii) for suchprovidesspecial active treatment as 
treatment of deafness, developmental disabilities, 
and the elderly; 

(iii) 	 acceptsallpatientswithoutregardfortheability 
to pay; 

(iv)consistspartlyorwhollyof locked wards; 

(v) requirementsthe ofmeets for receiptfederal 
matching funds; 

(vi)hasalow-incomeutilizationratethatexceeds 
45%; and 

has or its notmore(vii)50% costs that are 
reimbursed. 

of theb. Determination EliaibilitY UnderLow-Income 
Utilization Method 

(i) DataSource -- the FY 1994 RSC-403reportshall be 
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used to determinethecost,freecare,charge, 
patientday,andnetrevenueamounts. The 
Commission may adjusta hospital's FY 1994data if 
necessary toreflectmajorchangesoccurring 
between FY 1994 and therateyear. If said 
RSC-403 report is notavailable,the Commission 

the availableshalluse mostrecent previous 

RSC-403report to estimate these variables. If the 

specified data source is unavailable,thenthe 

Commissionshalldetermine and usethebest 

alternative data source. 


(ii) StandardLow-Income 

a. 	 For eachnonacutepsychiatrichospital,the 
Commission shall calculatethe 
hospital-specificlow-incomeutilizationrate 
as follows: 

o 

o 

o 

divide each nonacute psychiatric 
hospital's net Medicaid revenue byits 
total gross patient servicerevenue; 
and 

divide each nonacute psychiatric 
hospital's inpatient free care charges 
by its total charges. 

The total of thesepercentagesshall 
equalthe psychiatricnonacute 
hospital's low-income utilization rate. 

b. 	 If thehospital-specificlow-incomeutilization 
exceeds 45%, then nonacuterate the 

psychiatrichospitalmeetsthelow-income 
standard. 

CostC. Unreimbursed Standard 
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(i) 

(ii) 

For each nonacutepsychiatrichospital,the 
Commission shall calculatethe 
hospital-specificlow-incomeutilizationrate 
as follows: 

o 

0 

0 

calculate costsofproviding 
hospital services to eligible individuals 
and individuals by 
multiplying Medicaid RFR by the ratio 
of Medicaid chargesplusself pay 
chargesplusfree care charges to 
total charges. 

the ofSubtract total Medicaid 
(excludingany 
disproportionate share payment) plus 
self pay payments to determine the 
percentage ofunreimbursedcosts, 
and 

divideamountunreimbursedthe of 
costs by the ofcostsproviding 
hospital services to eligible individuals 
and uninsuredindividualsto obtain 
percentage unreimbursedthe of 

costs. 

If the percentagehospital-specific of 
unreimbursedcosts exceed !X%, thenthe 
nonacutepsychiatrichospitalmeetsthe 
unreimbursed cost standard. 

ofPaymentd. Determination Amount The 
extraordinarypaymentthe under 

disproportionateshareadjustmentrequirement 
shall be calculated as follows: 

(i)First	determinetheestimatedrateyearcost 
ofprovidinghospitalservices to Medicaid 
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eligible individuals and uninsured individuals 
asset forth in C.(i) above, substitutingthe 
rate yearMedicaid RFR for FY1994RFR. 

Then,(ii) multiplycost by the FY1994 
unreimbursed cost percentage determined 
pursuant to SectionC.(i) above. 

(iii)Payments made pursuant to this action are 
toFinancing 

Administrationapprovalofthestateplan 
incorporatingthis 
methodology. 

Disproportionate Adjustment5. ExtraordinarY Share forState 
Owned Special Population Hospitals 

EffectiveJuly 2, 1994,in accordance with 1923 (C)(3)ofthe 
Social Security Act (42 U.S.C. 1936 r-4) effective July 2, 1994, the 
Commonweath of Massachusetts shall provide an extraordinary 
disproportionateshareadjustmentforalleligiblestate-owned 

population describesspecial hospitals. The following the 
methodologytobeusedtodeterminetheeligibilityforthe 
extraordinary disproportionate share adjustment: 

a. Determinationof ELIGIBILITY 

A nonacutestate-ownedhospital is eligibleforan 
extraordinarydisproportionatesharepayment if the 
state-owned special population hospital: 

(1) 	 specializes in providing treatment to AIDS patients, 
tuberculosis medicallypatients, needsthe 
homeless, pediatricmultiply-handicapped 
patients and patientswithcombinedmedical 
and psychiatric needs; 

for as(2) 	 providesspecial activetreatment such 
treatment of deafness, developmental disabilities, 
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and the elderly; 

accepts all patients without regard to their ability 
to pay; 

meetsrequirementsforthe receipt offederal 
matchingfunds; 

has alow-incomeutilizationratethatexceeds 
45%; and 

has costs50% or more which arenot reimbursed. 

of theb. Determination EliGibilitG UnderLow-Income 
Utilization Method 

(1) 

(2) 

TN: 96-10 
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DataSource - The FY 1994RSC-403 reportshall be 
usedtodeterminethecost,freecare,patient 
day, and net revenue amounts. TheCommission 
may adjust a hospital's FY 1994 data if necessary 
to reflect majorchangesoccurringbetween FY 
1994 and the rate year.If said RSC-403 report is not 
available,the Commission shallusethemost 

available torecent previous RSC-403 report 
estimatethesevariables, If thespecified data 
source is unavailable, then the Commission shall 
determine and use thebestalternative data 
source. 

Low-IncomeStandard 

a. For each nonacute specialstate-owned 
populationhospital,the Commission shall 
calculatethehospital-specificlow-income 
utilization rateas follows: 

o divide each hospital's netMedicaid 
revenue by its total gross patient 
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service revenue. 

b. 

o divide each hospital'sfree care 
charges by its total charges 

o 	 the total ofthesepercentagesshall 
equalthe low-incomehospital's 
utilization rate. 

If thehospital-specificlow-incomeutilization 
rateexceeds 45%, thenthestate-owned 
special population hospital meets the low­
income standard. 

(3.) 

TN: 96-10 
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UnreimbursedCostStandard 

a. For each state-owned populationspecial 
hospital, theCommission shall calculate the 
hospital-specificunreimbursedcost 
percentage as follows: 

o 

0 

0 

HCFA 
APPR: 

calculateofproviding 
hospital services to eligible individuals 
and individual by 
multiplying the Medicaid RFR by the 
ratioofMedicaidchargesplusself 
pay chargesplusfree care charges 
to totalcharges; 

subtractofMedicaid 
(excludingany 

disproportionate share payment) plus 
self pay payments to determine the 
percentage of unreimbursedcosts; 
and 

divide amount of unreimbursedthe 
costscosts by the ofproviding 

hospital services to eligible individuals 
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and unreimbursed individuals. 

b. If the percentagehospital-specific of 
unreimbursed costs exceeds a%,then the 
state-owned populationspecial hospital 
meets the unreimbursed cost standard. 

c. 	 DeterminationofPaymentAmount - thepaymentunder 
the extraordinary disproportionate share adjustment for 
stateownedspecialpopulationhospitalsrequirement 
shall be calculatedas follows: 

o 

o 

o 

First,determinetheestimatedrateyearcostof 
providinghospitalservicestoMedicaid-eligible
individuals and uninsured individualsas set forth in 

rateSection lIl.GS.b.(3.)a., substitutingyear 
Medicaid RFR for FY 1994RFR. 

multiplycost by FY1994Then the unreimbursed 
cost percentage determined pursuant to Section 
lll.G.5.b.(3.)a. 

Payments made pursuanttosectionthis are 
subject to HealthCareFinancingAdministration 
approval of state plan amendment incorporating 
this method. 

6. LimitsAllocation fundsFunds.total ofon of The amount 
allocated for paymentto state ownednon-acute hospitals 
may be proportionately reduced to stay within the federal DSH 
allotmentlimitsfordisproportionatesharepaymentspursuant 
to 42 U.S.C. 1396r-4. 

1II.H. Qther ADJUSTMENTPROCESSES 

Hospital costs and charges may also be adjusted by the following 
processes: 
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1. AdministrativeAdjustment 

(a) 	 A hospitalmay at anytimeduringarateyearapply 
for an administrative adjustmentif there has been an 
arithmeticerrorinthecalculationofthe PAF. The 
Commissionwill notentertain an application an 
adjustment if thehospital is seeking to reversea 
substantivedeterminationpursuant to 1 14.1 CMR 
40.00. 

(b) 	 A hospitalmay apply at any timeduringthe firstnine 
monthsthe yearanofrate foradministrative 
adjustment based upon a request for a cost beyond 
control or anewserviceasdescribed in Sections 
111.8.3. and lll.B.4. 

2. AdministrativeReview 

of Reviewa. PurDoseAdministrative 

To assure that a hospital's rates and new charges are 

continuing thisthe
in compliancepart, 

Commonwealth, may at any time and upon itsown 

motion, review the rates upon notice
to theHOSPITAL 

b. AdministrativeReviewofTransfersofCosts 

Whereahospitalhas reduced orincreasedcosts 

reported by transferofthosecosts to orfromother 

personsorentitieswhichprovide healthcareand 

services,theCommissionmaymodifyReasonable 

Financial Requirement to reflect the changein cost. 

Inorder to give effect to a transferofcost each 

hospital file concerning
mustinformation cost, 
volume, and revenue 30 days prior to implementation 
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of a PROPOSEDtransfer of cost, and must submit any 
additionalinformationregardingthattransferwhich 
the Commission may require. 

3. Appeal 

A state-owned nonacute hospital whichis aggrieved by an 
x 	 action or failureto act under 1 14.1 CMR 40.00 mayfilean 

appeal within thirty (30) days to the Division of Administrative 
Law Appeals pursuant to the requirements of M.G.L. c. 6A, 
542. The pendencyof an appeal doesnotlimitthe 
Commission'srights toundertakeadministrativereviewof 
charges. 
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The Division shall review, and approve or disapprove, any change in rates or in 
rate methodology proposed by theRateSettingCommission.TheDivisionshall 
review such proposed rate changes for consistency with Department policyand 
federalrequirements, and withtheavailablefundingauthorizedinthefinal 
budget for each fiscal year prior to certification of such ratesby the Commission; 
provided, that the Division shall not disapprove a rate increase solely based on 
theavailabilityoffunding if theFederalHealthCareFinanceAdministration 
provides written documentation that federal reimbursement wouldbe denied as 
a result of said disapproval and said documentation is submitted to theHouse 
and SenateCommittees on Ways and Means.TheDivisionshall,wheneverit 
disapproves increase, the for toarate submit reasonsdisapprovalthe 
Commission together with such recommendations for changes. Such disapproval 
and recommendations for changes,if any, shall be submitted to the Commission 
aftertheDivision is notifiedthattheCommissionintends to proposearate 
increase for any class of provider under Title XIX but in no event later than the 
date of the public hearing heldby the Commission regarding such rate change; 
provided thatno rates shall takeeffect without the approval of the Department. 
The Commission and the Division shall providedocumentation on thereasons for 
increases inany class of approved rates that exceed the medical component of 
the consumer price index to theHouse and Senate Committees on Ways and 
Means. The Commission shall supply the Department with all statistical information 
necessary to carry out the Department's review responsibilities under this Section. 
Notwithstandingtheforegoing, said Departmentshall not review,approve, or 
disapprove any such rate set pursuant to Chapter Twenty-Three of the Acts of 
Nineteen Hundredand Eighty-Eight. 

from necessary to toIf projected payments rates conformapplicable 
requirements of TitleXIX are estimatedby the Departmentto exceedthe amount 
of funding appropriated for such purpose in thebudget for such fiscal year, the 
Department and the Commission shall jointly prepareand submit to the Governor 
a proposal for the minimum amountof supplemental funding necessary to satisw 
the requirements of the State Plandeveloped by the Department under TitleXIX 
of the Federal Social SecurityAct. 
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